
UNITED STATES DISTRICT COURT

DISTRICT OF MINNESOTA

UNITED STATES OF AMERICA,
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V.

JAMES WARREN HOFFMAN, AND

TERESA GAY HOFFMAN,

Defendants.

)

)

)

)

)

)

THE UNITED STATES GRAND JURY CHARGES THAT:

INTRODUCTORY ALLEGATIONS RELATING TO COUNTS 1_9

At al_I times relevant to this Indictment, defendants

James Warren Hoffman ('J. Hoffman") and Teresa Gay Hoffman ('tT.

Hoffman") were individual residents of the State of Minnesota and

married to each other

2. At all- times relevant to

T. Hoffman owned and controlled

cases together; and in some cases

for the purpose of conducting the

below, including Home Funding

n ! ^-l 
-l + -i *^ I a-rrn]_

f{L dII LIITICD LgfEVAIIL

Mnrt.fecre- Tnr: /\\M"innoqn1_e One")r-rv! LYqYv t frrv . \

which arranged financing for the

this Indictment, J. Hoffman and

(in some cases singly; in some

with nominees) various entities

mar'i-.r,ar-ro frarrrj scheme describedrLrv! uYqYe

Corporation ("Home Funding");

to this Indi-ctment, Minnesota One

was a mortgage brokerage company

transactions described below.

Accredited Financial Services ("AFS"), Encore Acquistions, LLC

("Encore"), Bessford Partnership, LLC ("Bessford" ) and GRD Property

Management, LLC (*GRD")
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tI^ S - v- ,Tames Warren Hof fman. et af .

(18 U. S. C
conNT 1

S 31Iz Conspiracy to Commit Mortgage Fraud Through
Interstate Wire)

Rer-r'i nn'i no in ennrrlximafe'l rr Arrorrst 200'l ('i n the case of J.*-Y-t-- * \ *'

Hoffman) and beginning in approximately August 2006 (in the case of

T. Hoffman) and continuing through approximately 2009, in the State

and District of Minnesota, the defendants,

.IAI4ES IilARREN HOFFT'IAII, and
TERESA GAY HOFEI{A}I,

did unlawfully and knowingly conspire, combine, confederate and

agree with persons known and unknown to the grand jury, and from

and after August 2006, with each other, to commit an offense

against the United States, that is, to devise a scheme and artifice

to defraud mortgage Ienders l-ocated throughout. t.he United States

and to obtain money from those mortgage lenders by means of false

and fraudul-ent pretenses and representations and, for the purpose

of executing such scheme, to cause to be transmitted by means of

interstate wj-re certain writings, signs, signals, pictures and

sounds, in violation of Title 18, United States Code, Section 1343.

5.

PURPOSE OF THE CONSPIRACY

The purpose of the conspiracy was to recruit straw buyers

of Minnesota and in

fraudul-ent mortgage

Hoffman and in some

to purchase real- estate l-ocated in the state

the state of Wisconsin with the proceeds of

loans arranged by and at the behest of J.

instances by and at the behest of J. Hoffman and T. Hoffman and to
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U-S- v. James Warren Hoffman, et al-.

steal a portion of the proceeds of those transactions and, with

respect to a mifl-ion dollar home in Hastings, Mj-nnesota (the

"Hastings Home"), to utilize the property (without owning it) as

their primary residence and, with respect to a home on Green Lake

'i n Snir-er- Minnesota {fhe "Snir-cr T,ake Home") - f o util-ize therrr vt/rvu! t rrrrrrrv \ urle I f

property (without owning it) as a vacation/lake home.

MANNER AND MEANS

It was part of the conspiracy that from in or about August of

2007 through 2009:

Hoffman

THE HASTTNGS HOME

From in or about August 200I through in or

and T. Hof fman l-ived in the Hastinqs Home

about 2008, J.

without ever

.l_ h:n : d-arli n** rowning it (except that T. Hoffman owned it for less

August 2006) by arranging fraudulent mort.gage loans for a series of

three straw purchasers of the Hastings Home, ds further described

bel-ow

On August- 29, 200I, J Hoffman caused straw purchaser PLH

en1-irelrz \^/ith the proceeds of twoto purchase the Hastings Home

l-oans which were f raudulently

fo'l I owi no resnectS:

induced in, among others, the

1

PLH's loan appfication falsely
to occupy the Hastings Home as
when- 'i n far:f - J. Hoffman and Tt LLL L4ve'

.l'i.l n--rrn\z'i I ,aq fhcir nri mr- *-.raf y

stated that PLH was going
PT,Ht s nri merrz residence" _Y-

. Hoffman intended to and
residence;
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U.S. v. James Warren Hoffman, et af

PLH's foan appl-ication falsely stated that PLH was
leasing his actual residence when, in fact, PLH never
l-eased his actual- residence;

PLH's loan application falsely stated that PLH earned a
salary of $711,600 per year, when, in fact, PLH earned
substantially less than that;

PLH's loan application was
verification of employment
affirmed that he was PLH's

On February 13, 2003, J. Hoffman

purchase the Hastings Home from

accompanied by a fraudulent
in which J. Hoffman falselv
empfover; and

caused straw purchaser

PT,H ent i relv with the

PLH's HUD-1 settlement statement falsely stated that PLH
brought $180 ,849.92 of PLH's own funds to cl-ose the
transaction when, in fact, J. Hoffman arranged for PLH to
borrow the downpayment
institution.

from another financial-

JJ to

proceeds of one foan which waS fraudulently induced in, among

of hers - the fol 'l or^ri ncr resnectS:VUIIU!Jt urrv !vrrvvrrrrY

JJ's l-oan application falsely stated that JJ was going to
.\..r'rr1\/ f hc Hasf i n1^1s Home as ,T,Jt q nrimarrr aggidence When,vvvut/J urlv rrqr

in fact, J. Hoffman and T. Hoffman intended to and did
continue to occupy it as their primary residence;

JJ's l-oan application falsely stated that JJ worked for
J. Hoffman's associate and falsely represented that J.
Hoffman's associate paid JJ a monthly salary of $23,000;

JJ's loan appfication falsely stated that JJ owned
substantial- assets that he did not, in fact, own/
including stock, bank deposits and a 2002 GMC Denal-i
which was actually owned by DCL Leasing, dD entity
contro]led bv J. Hoffman;

JJ's HUD-1 settlement statement represented that JJ
l-rrnrrrrht 5123 - 291 .7 6 of JJ' s own funds to close thee aLLJf

transaction when, in fact, J. Hoffman arranged for those
funds to be paid out of funds generated by other
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Il-S- v- James Warren Hoffman, et al

fraudul-ent real estate transactions that closed the same
day; and

JJ's HUD-1 settlement statement fraudulently refl-ected in
l-ine 816 a "FEES" payoff in the amount of $38,830.89 and
in line LL01 an "Attorney's Fees" payoff in the amount of
$7r300 to "James Hoffman/Home Funding CorporatioT\," al-l
of whi-ch was converted to the use of J. Hoffman and T.
Hof fman - e\ren l- horrcrh nei ther J. Hof fman nor T. Hof fmanerrv uY ar

nor Home Funding were parties to the transaction and even
though J. Hoffman has never been an attorney.

On August 28, 2006, J. Hoffman and T Hoffman caused

straw purchaser KC to purchase the Hastings Home from T. Hoffman

(who received title to the Hastinqs Home from JJ for l-ess than one

rl.arz f o fer--i l-i ,1. af e KCt s nrrrr:hase of the p1 rnnorf rz\ fnr SI .2 milliOnuay uv !GvIf I Lo ug r\v o yu!vrrqou v! Lrrv Ir!vl/u! LJ / i

entirely with the proceeds of two l-oans which were fraudul-ent1y

induced in, among others, the following respects:

KC's l-oan application falsely stated that KC was going
to occupy the Hastings Home as KC's primary residence
when, in fact, J. Hoffman and T. Hoffman intended to and
did continue to occupy it as their primary residence;

KC's foan application falsely stated that KC had $20' 010
on deposit at Western Bank when, in fact, T. Hoffman
wrote a check in the amount of $20,000 to KC to deposit
into her Western Bank to create the fal-se appearance that
KC owned those funds; and

KC's fender fil-e from American Broker's Conduit contains
a verification of deposit from Wells Fargo Bank
refl-ecting substantial bank balances which the result of
the deposit of two checks into KC's account written by J.
Hoffman and T. Hoffman in the aggregate amount of $41,000
on which they stopped payment but which were in KC's
account long enough to create the fal-se appearance that
KC had substantial- liquid funds;

KC's HUD-1 settl-ement
that J. Hoffman and T

statement concealed from the l-ender
Hoffman had agreed to and in fact

5
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U. S. v. James Warren Hof fman, et al-.

did pay $85,200 in the form of three checks signed by T.
Hoffman to KC to induce KC to purchase the Hastings Home.

10. On or about November 20, 2008, KC's loan went into

clefarrlf - r:arrsino srrk:stanfiaf losses to KC's lenders.vv!qsfut

THE SPICER LAKE HOME

From June 2007 through at l-east 2008, J. Hoffman and T.

Hoffman used the Spicer Lake Home as their vacation home without

ever owning it by arranging fraudul-ent mortgage l-oans for a series

of straw purchasers in the same manner as with the Hastings Home

described above.

11

THE CONDOMINIUMS

12. Beginning in or about June 2006, J.

Hoffman and other indicted and unindicted co-conspirators utilized

AFS, Encore and Bessford (coffect.ively, the "Nominees") to purchase

apartment buildings l-ocated in Rochester (the "Rochester

Buildings"), Sauk Rapids (the "Sauk Rapids Buildings") and Spicer,

M.innesoJ-e l,l_he \.Sn-ir-er Rrri'lAinnc//\. 1-n ':**^l'l-r^1" .:OnVeft them\ -,.- r)P-LUgr .Dtl-LJ-LI-Llrll D ,/ 7 L\J -LltuttsLlrcrLsry L-

into condominiums; and then to sell them to straw purchasers, who

paid for them with the proceeds of fraudulent mortgage l-oans

arranged by J. Hoffman, T. Hoffman, and Minnesota One, generating

Hoffman and T.

Hoffman and T. Hoffman in an amountproceeds pocketed by J.

exceeding $2 mil-lion.

13. J. Hoffman's rol-e in the

to locate the apartment buildings to

condominium mortgage fraud was

purchasei to recruit the straw
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tI ^ S ^ v - ,Tames Warren Hof fman, et al- .

hrrrzcrs fo nrrr:chase the units in the buildings;vgl'v!.Y*.

mortgage broker willing to deceive mortgage lenders

and to find a

into believing

nrrrch:qo j_hethat the straw purchasers were qualified to

condominiums.

14. T. Hoffman's role in the condominium mortgage fraud was

to own and serve as an officer of the Nomineest to own GRD, which

col-lected rents generated by the condominiums; and to control the

fl-ow of money both to the straw buyers in the form of fraudufent

down payment assistance and to and among the Nominees, J. Hoffman

and T. Hoffman in the form of the scheme's profits.

15. J. Hoffman recruited 10 straw buyers to purchase 50

condomj-nium units at inflated prices with the proceeds of mortgage

l-oans fraudulentlv brokered in that:

In every case, the straw purchaser's .Loan applications
and HUD-1 settlement statements represented that the
straw purchaser was going to make a substantial down
payment from the straw purchaser's own funds, even though
J. Hoffman and T. Hoffman promised to and did provide the
down payment for the straw buyers and conceal-ed that fact
from the lenders;

Tn e\zerv case- 1_he coconsnira1_ors r-onr:eafed from thefIt svs!J vqrut urru vvvvrrul/+

lenders that J. Hoffman promised the straw buyers that
they woul-d receive cash at or after closing in varying
but significant amounts as high as $5,000 and that they
then would receive $50 per month thereafter for their
participatj-on j-n the scheme;

In most cases , J. Hoffman recruited straw buyers to
purchase several- condominiums, buL the foan application
for any one purchase conceafed the indebtedness that had
been or would be incurred by t.he straw buyer for the
other purchases;
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U.S- v. James Warren Hoffman, et al

In some cases, the straw purchasers' loan applications
listed substantial but fictitious bank account balances
at Bremer Bank, where the conspirators caused bank
accounts to be opened in the names of most of the straw
purchasers,' and

In some cases, to facil-itate the movement of money in and
out of the straw purchasers' accounts at Bremer Bank, T.
Hoffman and a co-conspirator opened a joi-nt Bremer Bank
account to which T. Hoffman transferred funds under her
controf at MidCountry Bank and from which a co-
conspirator transferred money as needed to the investors'
Bremer Bank accounts to show purported bank balances or
to fund the purchase of cashier's checks (listing the
involved buyer as "remitter") for the straw buyers to
bring to closing and pass off as their own money.

L6. J.

col-l-ect rents

Hof fman tol-d the straw purchasers that GRD woul-d

generated by the condominiums and pay the proceeds to

the straw buyers in amounts sufficient to cover the month]v

mortgage payments

The Rochester Buil-dinqs

11 . In June 2006, T . Hoffman signed a purchase agreement

obligating AFS to purchase the Rochester Buildings for $750,000 (an

amount subsequently lowered to $625,000) .

18. From January 5, 2001 t.hrough March '1 , 2001 , J. Hoffman

and T. Hoffman caused straw buyers PJ, KC and HT to purchase 11

condomj-nj-um units in the Rochester BuiJ-dings with funds borrowed

f raudul-ently in that in each case the straw purchasers' l-oan

applications contaj-ned material false information and omissions and
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II-S- v- James Warren Hoffman, et af.

in that J. Hoffman and T. Hoffman provided the funds which the

straw buyers passed off as their own at closing.

The Sauk Rapids Buildings

19.

^1.-t .i ^-+-i -^uurf vo Lrrry

$r,225,000

Tn Senf amlrer ?OO6- T Hof fman s'i oned a nttrr:hase acrreementIII UV}JUSILIV9! Lvvvt L.

AFS to purchase the Sauk Rapids Buildings for

20. From March 14, 2001 through July , 2007, J. Hoffman and

end RP f o nrrrchase 22ev us!T. Hoffman caused straw buyers HT' JL, KC,

condominium units in the Sauk Rapids Buildings with funds borrowed

fraudulently in that in each case the straw purchasers' l-oan

applications contained material false i-nformation and omissions and

in that J. Hoffman and T. Hoffman provided the funds which the

straw buyers passed off as their own at closing.

The Spicer Buildings

21- On March 14, 200'7, T. Hoffman signed a purchase agreement

obligating Encore to purchase the Spicer Buildings for $760,000.

22. From JuLy 24, 2001 through November 19, 2001, J- Hoffman

and T. Hoffman caused straw purchasers ACL, ZS, SM, AL and AD to

purchase 76 condominium units in the Spicer Buildings with funds

borrowed fraudul-ently in that. in each case the straw purchasers'

Ioan applicat j-ons contained material- f alse inf ormation and

31

PJ
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tl-S. v. James Warren Hoffman, et af.

omissions and ln that J. Hoffman and T. Hoffman provided the funds

which the straw buyers passed off as their own at closing-

THE SINGLE FAM]LY HOME ]N WILLMAR

23. On December 20, 2006, T. Hoffman signed a purchase

agreement obligating Encore to purchase a single family home

located in Wil-lmar for $90,000 out of a foreclosure safe.

24. On March J , 2001 , T. Hoffman caused Encore to close on

the Wilfmar propert.y and then immediately to flip the property to

straw buyer HT for $L25,000, who purchased the property with the

proceeds of a mortgage foan which was fraudulently induced in that

HT's l-oan application greatly exaggerated HT's income and bank

account bafances and in that a conspirator provided HT with a

cashier's check listing HT as remitter which HT then passed off as

HT's own funds at cl-osing.

THE LOSSES

25. Every mortgage foan J. Hoffman and T. Hoffman caused

their straw buvers to incur (as described in paragraphs 6 - 24

above) has qone into default, causing fosses to mortgage lenders

focated throughout the United States of approximately $5,000,000.

10
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II-S- v- James Warren Hoffman. et al.

OVERT ACTS

In furtherance of the conspiracy and to achieve its purpose,

J. Hoffman and T. Hoffman committed, directly and through

accomplices, among other acts, the following overt acts:

THE HASTINGS HOME

26. On or about February 14, 2003, J. Hoffman caused Anchor

Bank to cut a check in the amount of $723,291.16 listing straw

purchaser JJ as the purported remitter, which JJ then passed off as

JJ's own funds in purchasing the Hastings Home.

21. On or about March 5, 2003, J. Hoffman and T. Hoffman

caused a fictitious contract for deed relating to the Hastings Home

to be recorded in the Washington County Recorder's Office which

bore a forged signature of JJ as contract-for-deed vendor running

in favor of Homeland Funding Corporation, a company owned and

control-l-ed by J. Hoffman, as contract-for-deed ,r"rrd.., or whose

behal-f T. Hoffman executed the document.

28. On or about August 28, 2006, dt whlch time the Hastings

Home was in forecl-osure, J. Hoffman and T. Hoffman caused JJ to

transfer titl-e to the Hastinqs Home to T. Hoffman for no

consideration so that T. Hoffman could then immediately flip the

Hastings Home to KC.

29. On or about August 22, 2006, T. Hoffman wrote a check

KC in the amount of $20,000 from an account she controlled

t-^

-+ctL

11
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tl-S. v. James Warren Hoffman, et af

MidCountry Bank to make it

substantiaf bank deposits

H:q1_ i nos Home. T. Hoffman

check before it cl-eared.

,anneAr to KC'S lender that KC had

--.1 ^,,-'lifiarl 1-n nrrrnl.raoa l-had..tI(l Wcr> qucrl.arrEu Lv yururroJE urrE

f1--^-^-ff^r h,1f - ^+^^ ^-.,-ent on theLIIelcctILsr Pt-tL o. DL\-/P IJqyrtt'

30. On or about August 29, 2006, T. Hoffman deposited a check

in the amount of $2I9,429.'11-, representing the proceeds of the sale

of the Hastings Home to KC, and then caused the funds to be

redistributed to various accounts at MidCountrV Bank in the names

^F ^+1^5pq_ her r:hilclren.ULt OltlUIr!| ULIIU'v7

31. In or about 2009, J. Hoffman contacted LC in

unsuccessful attempt to persuade LC t.o act as a straw purchaser

the Hastinqs Home.

THE ROCHESTER BUTLDINGS

32. On or about February 2, 2007 , T. Hoffman wrote a

an

of

to

4AHT in the amount of $34,500 to cover HT's downpayment for

check

unit

in one of the Rochester Buil-dinss.

THE SAUK RAPIDS BUILDINGS

On or about July 31, 2007 , T. Hoffman handed a check in

Cof umbia Titl-e tothe amount of $39,000 to RP in the lobby of

reimburse RP for the down payment RP had just made to purchase Unit

301 in one of the Sauk Rapids Buildings.

33

I2
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U-S. v. James Warren Hoffman, et af.

SPICER BUILDINGS

34. On or about August I,2007, T. Hoffman wrote a check in

the amount of $413,701.08 on her MidCountry Bank account to ACL to

fund ACL's down payments on the purchase of 6 units in the Spicer

Buildings.

Afl in violation of Titfe 18, United States Code, Section 371.

coIrNTs 2-9
(18 U.S.C. S 1343: Mortgage Fraud Through Interstate Wire)

35. The grand jury real-leges the allegations set forth in

paragraphs 1 - 34 above, and incorporates them as though ful1y set

out herein for the purpose of alleging the substantive wire fraud

counts l-isted bel-ow.

36. On or about the dates listed below 1n the table, within

the State and District of Minnesota and el-sewhere, the defendants,

JAMES VilARREN HOFEtr{Ar{, AND
TERESA GAY HOFE:}fAI,iI,

each aiding and abetting and being aided and abetted by the other,

for the purpose of executinq the aforementioned scheme to defraud

h^v+ 1^-.lcrq - .t.i .l kr^..i ^-r.. .--rsmit and cause to berrrL.,r L9crgE rvrr\4vrv, ,,,r\./w1rr9f y Lrar

transmitted in interstate conimerce, by means of wire

communications, certain signals and sounds, dS further described

bel-ow:

13
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v. James Warren Hoffman, et

COUNT
ON OR

ABOUT
DATE

DESCRIPTION
OF WIRE

TRANSFER
TRANSACTION INVOLVED

Arrnrr q.l-

28, 2006
T'.f^,^+ -+^

Wrre
Transfer of
QO?1 )1? a?
YJILILLJ'VJ

from Lender
t'o Iltae
(-nmnanrz

KC's Purchase of Hastings
Home (1st Mortgage
Proceeds )

Arrnrr q.l_

28, 2006
T--+^'^+ -+^IfILEIJLALg

Wire
Transfer of
(??q )?a ??
Y'JJfLJJ.JJ

from Lender
t,o l l_tae
l^*^-n"\-\-,rrrPalry

KC's Purchase of Hastings
Home (2nd Mortgage
Proceeds )

Trnrrr*rru orruor y
10, 2001

T^t^$^+ ^+^

Wire
Transfer of
(oo AA? qq
YJJ' V

from Lender
to Title
/1annrnrrv ur rrI/a r ry

PJ's Purchase of
Condominium Unit i-n
Rochester Buil-dinqs

February
9, 2001

T^l^vaF rfa

ware
Transfer of
(o? oan 1 ?
YJ I I J

from Lender
to Title
n^**^-.,,\-\JlrrParry

HT's Purchase of
Condominium Unit in
Rochester Buildinqs

March '7 
,

2001
Interstate
wrre
Transfer of
$r1,2,500
from Lender
to Title
/-amnrnrruurrrlJarry

HT's Purchase of Single
Familv Home in Wil-l-mar

T4
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U.S. v. James Warren Hoffman, et af.

All in viol-ation of Title 18,

1343 and 2.

United States Code, Sections

Forfeiture Alleqations

Counts 1 through 9 of this Indictment are hereby realleged and

incorporated as if fully set forth herein by reference, for the

purpose of al-leging forfeitures pursuant to Title 18, United States

Code, Section 981 (a) (1) (C) , and Titl-e 28 , United States Code,

Section 246L (c) .

As the resul-t of the offenses

of this Indictment, the defendant

States pursuant to Title 18,

a-l 'l eoed i n Corrnf s 1 throrroh 9

shall forfeit to the United

United States Code, Section

15

April 12,
2001

T..&^s^+ ^+^

Wire
Transfer of
(1n,4 ??a
YIv= | JJv

from Lender
to 'I'rtle
rr^s^-hUuurrrlJarry

KC's Purchase of
Condominium Unit in Sauk
Rapids Buildings

July 31
2007

T*f^-afafa

ware
Transfer of
(oA Aqq ?1
YJvf v

from Lender
to Title
n^-^^*,.\-(JrIrPcl l ry

RP's Purchase of
Condominium Unit in Sauk
Rapids Buildings

Qanf oml-ra r

20, 2001
T-f a*a# -f a
fIILEI-LALE

Wire
Transfer of
$r12,023.38
from Lender
to Title
/-amnrnrruvrrrPqrry

ZS's Purchase of
Condominium Unit in Spicer
P.rri I di nncuqr +vrrrY u
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Il - s - v - ,Tames Warren Hof fman, et af .

981(a) (1) (C), and Title 28, United States Code, Section 246I(c),

An\z nronerf rr- roa'l rrr ncrsnnal - whi ch constitutes or is derivedqrry I/rvyEI LJ, !uqf

from proceeds traceable to the violations of Title 18, United

States Code, Section 371 and 1343, including but not limited to al1

property under the control- of the Court-appoint.ed Receiver in

united States v. Hoffman, et. df., 0B-1316-DSD-SER (D. Minn),

including any and all appreciation and/or income derived on a1l-

such property.

If any of the above-described forfeitable property is

unavail-abl-e for forfeiture, the United States intends to seek the

forfeiture of substj-tute property as provided for in Tltle 2L,

United States Code, Section 853 (p) , as incorporated by Title 28,

United States Code, Section 246L(c), including but not l-imited to

al-l property under the control- of the Court-appointed Receiver in

United States v. Hoffman, et. df., 0B-1315-DSD-SER (D. Minn),

including any and all- appreciation and/or income derived on al-l

such property.

All in viol-ation of Title LB, United States Code, Sections

37L, 1343 and 981(a) (1) (C), and Title 28, United states code,

Section 246I (c) .

1a
_LO
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u-S- w. James Warren Hoffman, et aL.

A TRUE BILL

UNITED STATES ATTORNEY FOREPERSON
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